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DISTRICT OF @I,UUBIA TA)( COURT

Estato of
CIfARLBS 8. WISE, Deceasedl
IREND B. tlISE, Exocutrix,

Pet l t loner '
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RerS:ondcnt.

FINDII]GS. CONCLUSIONS. and OPINIOIi

At thc drt of tho untlrcly 6eath of Charlea 3. Wlrol H.D.r

-- liovenrber 23t 1967 -- hc left trro retlrement annulty pollelea,

on utrlch ha had prld thc prcmluma, and whlch rould havc maturcd

llay 1r 1981. lllr vlfc Irdr6 B. l{lrc was namcd prlmary trcnc-

flclary of death bcncfltr under thc pollclea aa well as

beneflclary and cxocutrlx of hla l{lllt ahc quallflcd and rar

aaacsrcd lnlrarltancc tax of Clr989.83.

Thc facta, nonc of whlch art ln dlaputer ahow that thc

Eggr€grtc valuc of the trrc pollclcl raa 9431693.72, and the tax

thereonr lncludcd ln thc pald tt;cttttEnt notad abovcl calt to

$11023.33r for the rcturn of vhlch thle ault nat duty t l lcd.

Undcr both lnllclcr 2 Dt. Hlac rctalnad thc rlght to ctungc tho

bencflclary. Thc lrauc la whcthcr thc valuc of tha pollelce

vao propGrly lncLudod ln thc total tnhcrltancc attrlbutcd to

and aaaccacd agal,nct llrr. lflac.

Thc ltrtuta (tftic V, Arb. 11 6€c. I o! ttrc D. C. Rcncnuc

Act of 1937, D. C. Coda f7-f6Of(a)) Le ol eourlc YCr1l broad.

The tax 1r to s1a6}r -
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All real p.opaltj ' nnci tanqlblo an.:.] lntanrn^ole
p.^rscnl l  prop"nrLi ,  or a.njz lnteront t l icroln, havlng
lta t ,arsble al tus ln th^ Dlstr lct  of  Co1unr_bla,
trc.rlcferred frorn tny r,arson who rnay dle aalze<l or
Foalrenned theraof ,  nl t l r"rr  Ly wl 1I  or by 1aw, or
bV r lght of  au:nr lvorshlp r  I  r .

There fol lo ire a lengthy provlslon coverlng lnherl tanes

taxatlon of property conveyed trnt.rr vlvoa by docedent, ln tcrma

thet are for the moat part  ldont lcar wlth seet lon slr(e) of

the 1939 Internal Revsnue Coa# coverlng ,Transfe-e ln Con-

tempratlon of, or taklng Effect at, Deatlrr. Accordlnglyr lcdcral

authorltlee construlng the ldentlcal language of tlr6 fedcral lar

t re  ln  po lnt .  D.  Ca v.  &g4gr  109 U.S.  App.  D.C.  353,  356,

288  r . 2d  13? .

Under thc appllcablc Pedcral authorltleg, wlrere dscodcnt

purchaaca an annulty for hlmsclf vlth paynrents to go at hls

death to ttn bcneflclary ho nay narm, the value of thc annulty

1n taxablc 1n hls ortata undcr lcctlon 302(c) of thc Rcvcnue

Act of, 1926 ae anpndcd ln 1932 end codlflcd ln gcctlon 8ll(c)

of  tha 1939 I .R.C.  9srrnrr .  v .  $ !Leg,  L22 t .2d 998 (CA 91,

Conmrr. v, @, ll8 l.2d 281 (CA 5l , lgEIElg5

Eetate v. $g@jlr. 129 l.2d 386 (CA 3). Thc ccntral ldca as

applled to thc lactr .EJ& -lglllgE 14, tlrat vtran Dr. t{lte ;>atd

dorn hla annultlct rhlch had dceth bencflta for hla nod.noc,

hc rtranstercd' prop.rty whlch rould 't k cf,fect ln poetaatlon

or cnJoyrnGntr aftcr hls dcath, r?rlle hc rctalned "thc rlgtrt,

clthar alonc or la conjunctlon ylth any poraon', to aclcct thc

bcncflclary. Thc cantral ldca la cgually appllcablc 1n dctcrmln-

lng vhat [rr. l{lac ln}rrltecl ea lt 1a ln detcrmlnlng Vhrt Dr.

xltc lctt ln hla cttrto. 8cc dlacuralon of prlor law ln Efqg!

!/ Derlvlng 1n turn f,rom
L932. (fct of .func 6e
302(c) of thc Rmcnrra

aectlon 803(a) of thc Revenua Act ol
L932. f7 8tat. 2791 , anrendlng rcctloD
lc t  o l  1926.
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F j , t n t e  v . 9 g ! n j & r  1 8 q  F . 2 C  4 ! 7  ( C A  3 ) ,  a n d  q f  .  C t s c u s a t o n  o f

l rnprovmrente of pr lor law lncorporated Ln tha 1954 r.R.c.,  ln

Garnar,  ' Inconre and Estato Taxat lon of Annult les",  ! l  .y.U. I3th

A n n u a l  I n s t l t u t c  o n  F o c r e r n l  T a x a t l o n  ( l g 5 5 ) ,  c l r n r n e t e r l z l n g

Sf l (c )  o f  thc  1939 Co< le  as  "o f ten  er : r t l c  1n  op ,c ra t lon , .

Pct l t lonar pl tches l ts caae on tho 'ReEui.at lona portalnlng

to rnherltance and Estate Taxestrl the lategt teeus of uhlch ls

dated "aa of .Ianuary l, .i970'. The appllcablo part of ths

Regulat lons, ln l ta ent l retyr ls aa f ; l lowar

Sec. 5. Ingurancc and Annult lcs
(e) Thc followlng transfera of thc Frocceda

of lneuranc€ on the llfc of the docadcnt ana oe
annulty contraet t'enoflta are taxablc undcr Artlclc
I T

Whers payable, dlrectly or lndlrectly,
to thc estate.
Whera taken out to provlde for the
paynent of ta:<os (lncluding eotate and
lnhcrltancc taxog) or other chargca
agalnat thc oatate, or to L,o ueod for
tbs boncflt of tho estata of the inaurcd.
{hcre madc payable to a narnod bancflclary
who han prodaeaared the lnsurcd.
Annulty pollcloa or eontraeto upon vhlch
tho docodent roeel.vad bonof,lta durlng
hia llfctlna rnd upon wtrlch thc full
value dld not tormlnatc rrlth hls dcath.
Polleles vrlttGn by the Unltod Statca
Oovarnmont to whlch any of thc f,orcgolng
clrcunutancor appllcr.
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If consl,dcrcd !r an lntorprGtat!,on of tho Grtcnt to v?rlch

one who lnhcrltr thc rcaldual varusc of annultlce lr aubJcct to

tax (ac, for lnatlnca, do the lederal Ragulatlona lraued undcr

scctlon 7805 of thc Intcrnr.l, Revcnuc Codc) r thcn lt la cl.ar

that thc D. C. RcAulatlona purport to (a) acvcrcly llnlt thc

roaeh of thc lnbrrltrnes tex ea ftnpoacd by codc scctlon a7-1601,

and (b) cranrpt thr lnhcrltqnce r! nov conaidcr.

Ttrc gourcc of end purpoec of, thc D. C. Rcgulatlont on thle

aubJect arc not rcvcrled 1n thc rccord. lJndcr tltlc v, AFt. t,t,lo

!cc. 3 of thc Act of Auguat 17, 1937 (Codr src. a?-f6l8l th.
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hcomrnlsalonarst (now -.ro l .{aJ-or ancl Clt ir  Councll) for.al l  hava

thc power to make auch rulcr and rcAulatlons, @

!hL, hql!1.Er re rna1l t'rl nncosoary for enforcenent of thls ehagrter

anC ef  f  lc lent  admln ls t rat lon.  "  ( I i rnphasle ndCer<] .  )  I t  le  p 'er fect ly

evldent that, conatrued to deflne thc reach of the lnherltance

tax on annuLtlce, such Regulatlona are lnconalstant wlth thc

eubstantlve provlglona of Codc scetlon a7-160I(a) and mugt be

dleregardcd.  g t .  d tc tum ln  Bahlnrs Estate v .  U.  S. ,  305 F.2d

8271 829, to thc cffcct that regulatlona may not vlolttc thc

statutc tJrey scok to lmplenrent, rnd notc the lcadlng cacc on

Iong-contlnued rdnlnlstrattve congtruetlon of provlrlong of

aucceaalvc ravonuc rete, llelverlnq v. 8_--rfr_.Revnolda Tobacco Co.r

306  U .g .  I lO .

Our Rcaulatlona undcr thc Inherltance and Eatatc Tor l,av

are (a) obsolctcr (b) ln aoma rcap€ct!, eontrary to tha dccldcd

carer, and (cl conf,u8lng to thc pubIlc. Thcy ehould bc rerrrltten.

Declston wlll he cntered

for Roenondent.
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